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Summary

Uu. S. interest 1in deepening economic ties Wwith ce
Africa (MENA) has increased in light of the poli
region since early 2011. Polmcymskenstipopn €orgdes

ways Ut Bat trade caabndb listt wesrthmemgtonomi ¢ gko wMady in th
2011, President Obafla aaden awmndc dd vtelsd mMBNA Partner s
MENIAl P), through whechmeati agentfteder alkregewngaged
nhance trade and investment with-sthaeadiagi dJn.S.Su
rade policy gomel sMeammbd rme aosfu rCeoosn.grSeos s have calle:q
iesMBWNAhuntndesgol incthiacnlighew.e ver, continued politi
nd changing security environments 1in the region
ngag¢eltheimwst Teport analyzes policy approaches that
U. MENA trade and investment.

MENA Ecomomi é it egration in the Gl obal Economy
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Econgpmir€d ormanceasnat who MENAags behind other regi
£ross dome&DPpce rp rcoadpuictta (( 1 i ving stamdards), e mp
iversification, despite the fact that several N
aturbilmigtmetd gration in the global ecohemy 1is fr «
egsooner all economic’sde¢evaldepmwdnths t®MBENAent rated i
umber of products (oil exports and 1imports of n
f trading partners (particularly the European L
0 st ramrd eigntornaa Iln weatdme mtn df liows Wirteh rredgand etlgy tl
ed States, the MENA region accounts for 1ess
ign direct investment (FDI) duwtfifdwbarWiSrsh
oaf tzekhsparency, bureaucratic red tape, cor
siness cultures.
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Approaches and Chall enges

t U.S. trade and investment policies with
hagr dementts adeeTAs) with five MENA countri
o, and Oman), but more limited ties with o
of the World Tmmaret @Omtg acoxveeapatl idmnlU(, ITO X r ald e
bjectives in the region are Iran and Syria,
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lysts disagree about the merits of deepening
ioome. n aSlnyasitnst ain that new trallel pndndhoresd mmadtt
or ms , such as insgoportasoanandeowwmloani € ® ghr 2 w;t 1
ective way to support transitioning countries
ld promote U.S.Othbpogues tahadt imlve semepinti cal r e
openness amd tdheanto cirta ciys iwn cwleeaakr whet her
treesndmivorl mbereal i zation, which they s
n, niemfmladthiteygn,alawdargue that political v
usi dpiotlyi toifc aElg ytpraaamhsdie ppm 0o ambhr btef oada e pr oc
tantial policy changes.
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f maint
count

ng the status quo until the 1impact ¢

ni
es 1s <c¢clear;

i
i

as we¢hkhhdescapacity building support to count:
WTIO commitment s ;

T negotiating new trade and/or investment agre:¢
that do not algs eladdyymth aavned tThuenm s i a ;

T utili
inves

a
r

T providing technicalbr&ksd snigs tt dowaa dtso WI®Ou mte mb e g s
Ir
0

ing exisstifnogr tgraedact efrr adneawloaogkue and prog
ment and encouraging regional integrat.i

Z

t
T reauthorizing existing trade preferences thr
Preferences (cGSPa)t ipnrgo gar aUm So.r t,r addef fpemrd faegr enc e
from GERBt grants preferential market access t
countamide s ;

T increasinfgr oam sfiesddearnacle export and investment p
the region.
In considering such approaches, some questions t
T Shoud dUt &. government promote hexmamded trade
term in order to support democratic transitic
situation stabilizes 1in various countries? Tc
bal anc aap prreogaicohn aolf 1 ncr e awietdh tmoerdee r and 1 nves
i

e
policies to the specific needs of individual
T To what extent should the United States Coo0OpE¢
ot her s on trade and 1 nvestment 1in the MENA r ¢

Arexi st ifnrga me.wSo.r ks antdr ag¢ge eeame nit 3 veont ment with ME
benefitting the region, and achieving the intend
past U. S. efforts t o Hporwo moftfee cttriavtef oanrtied cliuor vreesnptame d
trade and invest-iERti Wntdieat it he MENA
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nNtroducti on

The political wunrest and transitions that have
and Mdrtika (MENAYIdifdaean ecaedflégrab SophAnmdt he
Awakemhnge prompted the United States, along

to discuss approaches and take acnitohs'AMogisappor
key focus is the ralne ptllhayt ienc smd mida fgri mwygt o nd

t r ansiint itohnes r e gi on

Calls fUOUrfrgacdataemd itnhvee srteameinaip pvot h o fh aevceo n o mi ¢
come pfoloinc ymakhe sAdministration and Congress.
announced “lErhacd eMEaNnPAd I nvest me’f MENRIrR n etr s hfi pc il Inii tt a
trade and investment with the region. The initia
Mor ocdo JTuaWistihai.n Congress, some Members have
agreements (FTAs) with Egypt and Tunisia, and
Presently, U.S. trade and investment policy
tdoster economic growth, promote greater economi
stable democratic transitions, andThendr.lly
government 1s pursuing s uelTh Pe¢ fifndidtve Bbaotdh tdhs omegiht
or sdmmding U.S. trade policy measures. Measur e s
often elromg n nature, and-teaouw dnelasiulrd son ootshiemp og It
c ountHoivwesv.e r , ciotnitcianlu eudn cpeorlt ai nty and changing
region could prompt greater scrutiny of U.S.

of timing, feasibility, ®and political support
Congress has oivenmsighd ,apmthpriaztaiton responsibil
investmemtw plolSi.c t.raMe and investmeadurledgiuti r®t i ve :
congressional involvememt woklidd bxampkneewd]l ¢ g1 3§ Inp 1
fae¢ rade agreemdmwy. we@ot gtos €£xercise oversight
government programs that promote U. S. trade

1 There is no standard definition of which countries belong to the Middle East and North Africa (MENA) region;
different organizations define the region differently. This report primarily relies on the categorization used by the
World Bank. The World Bankefines the MENA region to include Algeria, Bahrain, Djibouti, Egypt, Iran, Iraq, Israel,
Jordan, Kuwait, Lebanon, Libya, Malta, Morocco, Oman, Qatar, Saudi Arabia, Syria, Tunisia, the United Arab
Emirates (UAE), the West Bank, and Yemen. Some may disadffeéne categorization; for example, Malta, may be

a particular point of contention because it is a member of the European Union (EU). However, given the data

constraints for the MENA region and the availability of data from the World Bank, the World Bankc at e gor i zat i on

used in this report.

20f fice of the Press Secretary, “Remarks by the President

State Department, Washington, DC, May 19, 20itp,//www.whitehouse.gov/thpressoffice/2011/05/19/remarks
presidentmiddle-eastandnorth-africa

3 For example, see Prepared Remarks of Senator Joseph Lieberman, Carnegie Endowmemizfiiorial Peace, July
22, 2011 http://carnegieendowment.ofiggs/Lieberman_Prepared_Remarks;ptiithn McCain, Lindsey Graham,
Mar k Kir k, and Mar of@PrBAnbeiroi, ¢ a“nWaldsStreRydoymiaiOcteber 7, 2011. In
addition, h November 2011, Representative Dreier introduced a resoluti@porsored by Representative Meeks,
that calls for the United States to initidtee trade agreemerfTA) negdiations with Egypt l.Res. 47

13 13

“Tn this report, terms such as trade policy” or trade
5 For examples of ot approaches in the context of Egypt, G&S Report RL3300Egypt: Background and U.S.
Relations by Jeremy M. Sharp.

6 CRS Report R4239% hange in the Middle East: Implications for U.S. Palicyordinated by Christopher M.
Blanchard
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The structure of this report is as follows:

T The reportbabcekggirmsu nwi talnd a n admnyssiidae rfiomrg pol i cym
re valbwmalofS. trade and 1inves tpmelnitt iicnalt he MENA
change in fhepmnegieml ar, the report examines
facing many countri&ss liimmdtdheeddnmriecgi on and t he :
int e grbatithont he world economy, including relat

with the Unamnédi Stoahe s MENA regional economy

T The r e paonratl cyteheese nt U. S. trade and investment |
regiovinarainodus policy optamadnsd nvestimeateasithg tr
MENA countries.

T The report ccounscylliyndgt hebprdms se of the policy a
specifically whether increased trade and 1invce
successful democratic tr 42n)ssint€iho nas paonldi cpyol i t i ¢
agenda is pursued, possible implementation q1
face

Figure 1. Map of Middle East and North Afric a (MENA)

Boundaries are not necessarily authoritative.

Algeria 2 Iraq 12 Libya 5 Saudi Arabia 14 | West Bank/
MENA Bahrain 16 Israel 7 Malta 4 Syria 10 Gaza Strip 8
Countries Dijibouti 21 Jordan 1 Morocco 1 Tunisia 3 Yemen 20
Egypt 6 Kuwait 15 Oman 19 United Arab
Iran 13 Lebanon 9 Qatar 17 Emirates 18
Source: CRS.

Note: World Bank definition of the MNA. For more information, seéotnote 1.

Economic Challenges in the ME
Weak Economic Devel opmeMdat Dreaslpi t e Abur
Resources

As a whol e, t hscbe MIENNAA o tlge onr d gigons on many key e
Fig@dr.e In 2011, theS . %ewfi otnlsea twwralhd pdpfibation, bu
econemtgeut is disproportionately smakless accoun
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domestic product (GDB) GDRdopietri empliltpn, itnh& Orldgi &
t hahosleatoifn America and the Caribbednc(§88784F)a:
The region generally hasanpdoosrelryv idceev ealdodpeeddr snfa ntuhfea
manufacturing and services relative to GDP in ME
Weak economi ¢c oonpbpionretdu nwiiftahs-goensetw i onfg tphoepul at i ons 1 n
worhave resulted in high levels of uneimpl oyment.

2008, more than double the unemployment rate 1in
Une mpl oy meynotu tahmoinng sp aar tci hcaklblaer negrea 2ip D 8 ,-2 4 out h (15
ye-al ds) unewnmBl7dy menntJ]onr d Mox %.cichhy contrast, youth

unempl oyment 1in Thail apnedr, cwahpiictha htwes s Jaonmsdidmi d lay IGd
a4.3% i'nm 20009.

Whisseeveral countries in the region are rich 1in n
the revenues from these resources have been poor
production and export industrieofhaddhsl wggeéd. MEN
and 22% of nhheuwet?®Dgdspirond20tlon is concentrated
I ran, I ragq, Kuwait, Libya, Oma n , Qatar, Saudi Ar
Ye me n . Ot her countriperinmobhe oebivohanyphewgl pyod
produce any oil at all. The mismatch between end
economic devel opme fitte siosu rfseel qruwanstelnyd ocwamnlelnet & ao f n a f
resources 11ike roeid, sreaetnh etro thhaavne jduemipesrt arted, br o
many countries and potentially exacer-ba¢kd inequ
Gulf region, governments are now actively seekin
suppgdhart devel opmémecoafbmmneconomic sectors and th
opportlhmidawstries where energy resources must b
with fiscal pressures.

7 World Bank,World Development Indicatars

8 U.S. Energy Information Administratiomternational Energy Statistic€alculations based on total oil supply and
gross natural gas production, using World Bank regional grouping.
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Figure 2. The MENA Economy in Comparative Perspective: Key Indicators

Population (millions) 0il Supply (million barrels per day)
EastAsia & Padific | 216 Middle East & -
North Africa 30
South Asia | 1656 Europe & Central Asia [ 1

Europe & Central Asia [N 895 North America [ NN 14
Sub-Saharan Africa NN 876 Latin America & 'y 11
Latin America & . .
Caribbean | N 5% EastAsia & Pacific [IIEEN 8
Middle East & - i
North A o 390 Sub-Saharan Africa [JJ 6
North America [Jilij 346 South Asia ] 1
GDP per capita (U.5.5) Unemployment (% of total labor force)
o I oo M —— >
North America 48,640 North Africa 123
Europe & Central Asia [N 24695 Europe & Central Asia [ NN 37
Latin America & Latin America & I
Caribbean . 754 Caribbean =
EastAsia & Pacific [JJl 8.475 North America [ 5.3
Middle East & ; ;
North Africa T 7,831 East Asia & Pacific [N 49
Sub-Saharan Africa | 1,445 South Asia [ 45

SouthAsia || 1371

Manufacturing, Value Added (% of GDP) Services, Value Added (% of GDP)
East Asia & Padific [ 2:: North America [ 76
O oo I 75 Ewoped Centrl i N 0.5

Europe & Central Asia | 174 East Asia & Pacific [N <.
South Asia. NN 16.5 Latin America & | 607
Caribbean
North America N 13.8 South Asia NN 527
Sub-Saharan Africa | 133 Sub-Saharan Africa | R 55
Middle East & Middle East & I
North Afica N 108 North Africa 423

Source: World Bank,World Development Indicatat$s. Energy Information Administratidnternational Energy
Statistics

Notes: Data are for the most recent year available. Population, oil production, and GDP per capita data are for
2011; unemployment dagzre for 2005; and service and manufacturing data are for 2010. Unemployment data
for the SubSaharan Africa region as a whale not available.
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Obstacles to Devel opment

Numerous explanations have been put forward to e
MENA region has 1 aggFodr beexhaimpdl eo,t hietr hraesg iboenesn. ar g

T Weak integration ihas thee gd othbad tlconoemyi on fr o
the opportunities of globalization;
1 “Easy mbnem natur ah s e &moeuMEa&hga sc opurnotvriideesd
few incentives to develop sound economic poldi
with the benefotiscef mgeimgato a few and not
T Nodemocratic pollidaveadtifilsdd tiunda®o®wnasti on and e
competition, leading to slow growth and dist
T A weak busi ne,sss teenmrirmg memnd m nhveoalvvye ngeonvte r n me n t
in the economy, red tape, corruption, and we:z¢
iInvestment ;
T A weak educalidonmdt s¢yguiuiepngped youth in the reg
demanded by the private sector 1in a competit:
1 Susdi di esclandf Igowndé r mmaesmpieantdu mégt h 1 ar ge
portions of the budget going to defense and :
distortions in the economy; and
T Womecnonstai tlhwotwe proportiompraefvetnha nlgahbdhare frergd e,n
fmotapping all its productive potential
| mportant Caveats: Areas of Success, e
Amon@ountries
Despite the economic challenges faced by the reg
have been some areasemwifateicmg oemd acn smicec edisv e TApiptry
economies may have implications for the types of
bolster growth in the region, and suggests that
specific cieraccuhmsetcaomcoensy .o f
For example, the World Bank and the Internationa
on various s ocibali nign dincda tmoarcsr ooccfc omeolfli @ 260 A ®j 1 ity
the MENA had a life expmetgneguodfiti@nyeamplendon
and an5 umodretral ity rate of 31 per 1,000 births. Al
For example, see Marcus Noland and Ho wa rReterBomndtitute “ The Ar ab
for InternationalEconomicsJune 2007http://bookstore.piie.corhbokstore8931.htmj Uni t ed Nations, “Arab
Human Devel opment Report 2002: Cr e at ihtipgdlwivankhdrorg/ini ti es for
publicationsétherahdrahdr2002e.pdf Howar d Schneider, “Arab Nations Lag Behin
Despite Oil daMashingtosPost r ¥EbGasary 23, 2011; and Arvind Subr ama
See an Ec o nknancial TiBesFebiyary 21, 201http://www.iie.compublicationsbpedsdped.ém?

ResearchlD£77Q

OFor

example, see International Monetary Fund (I MF), “1 MF

Delivering on the Promise EréparBdifar the® SummitinsDpauvillé, France” May 27, 2
http://www.imf.orgexternalhp/g8/052611.htm and World Bank, “Middle East and Nort:
September 201http://go.worldbank.ordJVCODGRS0
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roximat eAyd d4d % i ofh atlHey, p ¢
ecades, the region has ¢
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untries are among the richest countarnides 1in the
t(a$r6 23 6 4392, 501 nr 0plelgt itthalny in the United St a
kewise, some countries have stronger political
e WordWorBadmk de GoveynQaocer Indibeatoeins itileke ambng
untoariledwiwde in streng’EhoadDmiv]l ceddDrimsawhawvwe2®hk
me countries? sD®Oinng hBRuedppbonretd, s BSaanukdi Ar dbia is roai
siest country in th®Wwiokd df ¢ mamwdimhrttiecilmbbmes i
rce is low in many countries, women made up 47
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ty, isrevaswellens hheoeimggsawc
gypt 1is relatively high, wi
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i
i
E
n $2 a &daymoirnt a2dG&. rBhte umdefemen was 77
n t wliocre tthhee raevgeiroangeas a whole. In ter ms
has a high level of public debt (forecas
a large budget defici (forecasted to be
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“World Bank, “Middle East and Nor bttp/gaworldbankorgRe gi onal Brief,
1JVCODGRSO0

2World Bank,Worldwide Governance Indicatqrsttp://info.worldbank.orgjovernanceaigi/index.asp
13 World Bank,Doing Business2012 http://www.doingbusiness.omgnkings
141MF, World Economic OutlogkOctober 2012.
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Table 1. Selected Economic Indicators for MENA Countries

Population  Oil GDP GDP Manufacturing Services Unemployment
Supply per
capita
Millions Thousand Billion US$ Value added, % Value % of total labor
barrels Uss$ of GDP added, % of force
per day GDP
2011 2011 2011 2011 Most recent Most recent  Most recent year
year available year available since
since 2008 available 2008
since 2008

Qil
exporter s
Algeria 36.0 1,884 189 5,244 5.6 31.0 11.4
Bahrain 1.3 47 23 18,184 o) o) o)
Iran 74.8 4,234 33% 4,526 o] 10.5
Iraq 33.0 2,635 115 3,501 o) o)
Kuwait 2.8 2,682 177 62,664 o] o)
Libya 6.4 502 62 9,957 4.5 19.9! o)
Oman 2.8 889 72 25,221 o) o) o)
Qatar 1.9 1,638 173 92,501 o] o) o)
Saudi 11,153
Arabia 28.1 577 20,540 9.7 37.8 5.4
UAE 7.9 3,088 360 45,653 9.P 43.6 4.0
Yemen 24.8 163 34 1,361 6.1 62.9 14.6¢
Qil
importers
Djibouti 0.9 0 Ic 1,203 o) o) o)
Egypt 82.5 727 230 2,781 15.2 49.3 9.4
Israel 7.8 4 243 31,282 o) o) 6.6
Jordan 6.2 0 29 4,666 19.4 65.6¢ 12.9
Lebanon 4.3 0 42 9,904 8.2 72.4 0
Malta 0.4 0 9 21,209 13.%4 65.4 6.9
Morocco 20.8 4 100 3,054 15.% 55.¢ 10.¢¢
Syria 10.7 331 5% 2,893 o) 46.5 8.4
Tunisia 4.0 70 46 4,297 17.6 59. & 14.2
West Bank 0.9 0 6] 6] o) 6] 245

Source: World Bank,WorldDevelopment Indicatd@812; U.S. Energy Information Administratibriernational

Energy Statisti&012.

Note: @6 denot es

not avai

| abl e.

a .

2011

dat a;

b.

2010

Congressional Research Se

rvice

dat a;
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Weak I ntegration in the Gl oba

Wi th s omes,ec xMENA icoooumntries face serious economic

countlmrge oil and gas production. Weak integrat:i
integration within the r1region, is frequently cit
devel opment in the r1region.

MENA Trade and I nvestment with the Wo
On the surface, MENA appears to be relatively ac
had the highest level of exports (45% of GDP 1in
world in that year, and theinhi2Othkbkgsdeitel s of in
inflows of foreign direct investment (FDI) into
slightl belowtrhesawordgawi Ber (Qod% of GDP) .

y
Figure 3. MENAG&s Trade as a Percent of GDP Compared

Exports (% of GDP) Imports (% of GDP)

Middle East & 45 Middle East & 39
North Africa North Africa

Source: World Bank, World Development Indicators.
Note: Includes trade in goods and services.

Delving deepeal s holwevermistramiteracofi oMENAN the gl
First,s MErNeAAde tends to be highlFki @ winl@ocvhst rtahtactd i n
0il dominasesxpbetsegwonh fuel dsc ctooutnatiinnegx pfoorrt s6 2
2009 MENNAi mports are also heavily concentrated on
for 54% of 2 00afsl sihnbpwogrdti$ men lionwceorme c ohetries i n
regdtoml] have relatively high levels of protect:i
devel oping MENA countri e s3,% caommopnagr edde vteol oapni nagv ecroaug
2.7% for coudtries worldwide.

15World Bank,World Development Indicatars

16 Foreign direct investment (FDI) refers to a company expanding its operations overseas by created a subsidiary,
branch, factory, or similar enterprise in a different countorld Bank,World Development Indicators

17World Bank,World Development Indicatars
18 World Bank,World Development Indicatar®ata are for applied tariff rates for all products (weighted mean).
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Figure 4.

MENAGs Exports and I mports of Goods and
by Commodity or Type of Service, 2009

Total: $932 billion Total: $742 billion

Fuel 62% Other Other Manufactured

Exports Imports

Fuel 11%

Other Other
(services) 9% (services) 11%

merchandise 4% merchandise 13% merchandise 54%

. Food 3%

Food 11%

Manufactured
merchandise 22%

Source: World Bank, World Development Indicater

For trade i poggest MENAding partner is the Eurc
countries in the region also trade heavily with
mar ket s, including CFhiiglﬁa]rgIeenﬁMlEd\IAl dtiraa,d ea si ss hroewna tiinv
limited, accounting for just 10% ®f total export
There are a number of teicoomso mfior awmhly ptorlaide cwilt heixmp
limited. Some of the countries in the region pro
for -rienggiro,anal trade. Politimaydedstenseigntornaadleco.ng cou
For exatphib, L Lehgue, an umbrella organization of
African countries and entities, has mai-ntained a
made goods since the* founding of Israel in 1948.

19|MF, Direction of Trade Statistics

20 |bid.

2L For moe on the Arab League, SERS Report RL3396Arab League Boycott of Isrgdly Martin A. Weiss
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Figure 5. MENAGs Major Trading Pa

rtners, 201

Exports
Total: $1,293 billion

European Union

Imports
Total: $881 billion

Japan
United States
South Korea

China

India

Other

Source: International Monetary Fund (IMM)jrection of Trade Statistics
Notes: Merchandise data only; services data not available.

U. MENA Trade and I nvestment

Trade

Trade and investment Uneattwede Sttalt e sMENA racnda ttilvee 1 y
scope for deeper economic ties. U.S. trade with
total U. S trade: $193 Dbilli oMEN A btoruatd e5 % roi fmatrhiel
consistsiwmd @xwhdagvariety of U.S. goods for cru
refined into puobduptsrebegmseoehdne, diesel fuel,
liquefied petrolF¢ glr gaisl. aAscoeshmwmtwad ifhor 73 % of al
the MENA in 2011 ($90 bilwemenmowdd offtr $h2B8hodilisdto
count rsi esshya roei 1omfp oarltls U.r Wonurtihsee rteogioomer 90 %. Desp
that the MENA consists ofass steheeball eSSt oxporters,
supplier, accotinfthg(Pdfo)abbéulU. Sneokflirgmports, W
(2%) and Mexico third (10%). The United States e
including motor vehicles, Fimgéh.enery, aircrafts,
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Figure 6.Top U.S. Exports to and I mports from the MENA Region, 2011

Key Exports to MENA Countries/Territories Key Imports from MENA Countries/Territories
78% of 571 billion total exports 96% of $123 billion total exports
Motor Vehicles [ 104 Mineral Fuel, 0l [———
. Precious Stones 903
Machinery - 10 (Diamonds) B s
: Pharmaceutical ;
Aircraft - 8.1 Products B
Precious Stones 74 .
(Diamonds) R Apparel [ 22
Electrical Machinery . 5. Electrical Machinery I 18
i i ) NESOI (Returned
Mineral Fuel, Oil . 4 Military Equipment)
Cereals . 4 Fertilizers I 16
Optical/Medical | - .
Instruments I 27 Machinery I 14
NESOI (Militar I 17 Optical/Medical I
Equipment{ ) Instruments
Plastic ] 14 Sbillions Aluminum | 1 Sbillions

Source: USITC Datawebtotal exports and general imports.
Notes: NEOSI = Not elsewhere specified or includetee theAppendix for more detailed data.

Withha region, the value of U. S. thiagl®r.ewil nh i ndi
2011, U.S. trade with the MENA region was concen
Al geria, Iraq, UAR.,arEgyipiget ke wi tatc it e@adoodrr Qeosr ¢

than 90% of all U.S. trade (exports and 1imports)
Saudi Arabia, Algeria, IraqkfkigiudeKiwegons¢desntgda
nearly all of their exports to the stdor ¢ edhS8Snates
65% of 1its dQupanmt s OmaaunlYedemi s Libya, and Syria. ]
exports a broader mix of products to the United

t hAeppendi X
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Figure 7.U.S. Exports to and Imports from MENA Countries/Territories, 2011

UAE. O
Israel O
Saudi Arabia @
Egypt O
Morocco O
Qatar @
Kuwait @
Iraq @
Lebanon O
Algeria ®
Jordan O
Oman ®
Bahrain O
Malta O

Tunisia @

M Imports
: | I Exports
Libya @ : : @ Ol is more than 65% of imports

Yemen @
: : O oili .

Syria @ r : : . 0." is less than 20% of |nl1ports
Iran ©
Djibouti O

West Bank/
Gaza Strip

50 $10 $20 $30 $40 $50 billion

Source: Global Trade Atlas.

Note: U.S.exports to MENA total $71 billion; and imports total $123 billion. See #ygpendix for more
detailed data.

Foreignl Dve ®t{AIn)t
Closely 1linkeFd gt8a letorwas d ¢ hiag K MBlk. MENA region

$4.2 #Ofldhiomn, Sabbiolulti oonn,1 yo r$ 1 %, was Tnvested

22FDI data are from thBepartment of Commerce, Bureau of Economic Analysis (BBEA defines FDI as a
business enterprise that is owned 10% or more, directly or indirectly, by a foreign person or company.

23 Includes FDI from the United States to Algeria, Bahrain, Djibouti, Egypt, Iran, Irag, Israel, Jordan, Kuwait,
Lebanon, Libya, Mascco, Oman, Qatar, Saudi Arabia, Syria, Tunisia, UAld, demen. Uniworld, a privatelyeld
publishing firm, maintains a database on overseas investimgptivate firms. Its listings show that many of the
investors in the MENA countries/territories agerfiliar U.S. corporationsncluding Starbucks, Pitney Bowes, Polo
Ralph Lauren, Sodexo, Co€la, Hertz, Ritz Carlton, Tupperware, UPS, W.R. Grace & Company, Wachovia, 3M,
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Likewise, the total s (e WaFoDdl )FDIn i2n0 Itlh ewaln i$t2e & S
hhpo D xti e

Fir msed oicnatMENA countries alckhiohhtend, for
into the ¥nited States.

Figure 8.U.S.-MENA Foreign Direct Investment (FDI), 2011

U.S. Outward FDI U.S. Inward FDI
Total: $4,156 billion Total: $2,548 billion

Africa 1% MENA 1%

Africa <1%

MENA 1%

Asia/Pacific 15% Asia/Pacific 16%

Western

Western Hemisphere 12%
Hemisphere 28%

Europe 71%

Europe 56%

Source: Department of Commerce, Bureau of Economic AnalyBEA).

Notes: BEA classification of countries by region, with the exception of Egypt, Algeria, Djibouti, Libya, Morocco,
and Tunisiae-c | assi fied to be in the MENA region rather than th

U.S. FDlinto MENAcounr i es/ territories. Uu. S. Oi nwardo6 FD
countries/territories to the United States. Datare for the stock of FDI, rather than flows of FDI, aade on a
historicatcost basis.

refers to

FigOgyleows the stock of U.S. foreign direct 1inves
FDI from t hd¢ oUrehgeieadn Sctoantceesnt rated in a small num
imcluding Egypt, Qatar, IsrafbFlgOfleuadisPNowditahatAl g

I srael

ac
than $15

c
billion 1invested 1in the United

Century 21, Curves, Dale Carnegie, Hewlett Packard, Johnson & Johnson, McDiglatolsoft, Motorola, Office

ounted fort hreo ulgniltye ® 054 aotfe sF Dfl r da m t ME N A

States.

Depot, Dun & Bradstreet, Estee Lauder, and Xerox, as well as numerous oil and drilling companies including Chevron,

Exxon Mobil, Conoco Phillips, Occidental Petroleum, and Schlumberger.

24Includes FDI to the United States fr@ahrain, Egypt, Iran, Irag, Israel, Jordan, Kuwait, Lebanon, Libya, Morocco,

Oman, Qatar, Saudi Arabia, Syria, UAE, and Yemen.
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Figure 9. U.S.-MENA Foreign Direct Investment (FDI): Country Breakdown, 2011

U.S. Outward FDI $millions U.S. Inward FDI $millions
Eqypt | ;| el | 15007
fsracl | © 5 UAE 1371
Saudi Arabia | RNRRMBE o0 Algeria |-g
Qatar | 60 Egypt | D
UAE | 55 Morocco | D
Algeria | 51 Tunisia | D
Libya | 206" Malta D
Malta | 1,050 Libya 1D
o Djibouti | NA
Iraq | 403 "
Other (Below) [ 480
Morocco [ 350 )
- Bahrain | D
Lebanon ] 304
Jordan | 145 1+
B g |0
Kuw.ra.lt I ” Jordan | D
Tunisia Iﬂ"'q Kuwait | D
Djibouti | 0 Lebanon | D v e be
in 1 or Non-zero value between
Bahrain | 296 Oman | D -$500,000 and +5500,000,
Oman | D Qatar | D or fewer than 50 employees.
Yeme.n . SaudiArabia | D D Data in the cell have been
Syria | D Syria | D suppressed by BEA to avoid
Iran | * Yemen | D disclosure of data of
West Bank/ | 1 West Bank/ ['J’ individual companies.
est Ban NA est Bank/ | NA .
Gaza Strip Gaza Strip NA Datanot available

Source: U.S. Department of Commerce, Bureau of Ecomo Analysis (BEA).

Notes: U. S. ooutwardoé FDI refers t o \&ndSotaledd54 billionnn26011 MENA count
U.S. oinwarddé FDI refers to FDI fl owi nganfitotaled$SIMENA countr
billion in 2011 Dataare for the stock of FDI, rather than flows of FDI. Dadéae on a historicalcost basis. Note

thatfor i nward fl ows to the Uni lrap, trag3otdanKwevait, Lelaoon, mand i ncl udes
Qatar, Saudi ArabiaSyria and Yemen

T Negative positions can occur when a parent companyos |
equity in and loans to the foreign affiliate.

Obstacles to Closer Uu. S. Trade and | nvest men

What factor sS-MBENA tlriandea eadndJ.i nvestment ties? Som
have undertaken efforts to improve their regulat
challenges remain to international firms, includ
rgion. One source of information about obstacles
is Cohuentry Commeulliad h&Sdidest he U.S. Commercial ¢
Department 2BForCotmmnee rrceegi on, theimppdimengesntenoalUl
firms seeking to do business in MENA countries r

25 The Country Commercial Guidesre available aittp://export.gowvorldwide_usihdex.asp The State Depar t me n
Investment Climate Statemeats ¢ i ncl ude d aCountpyLommeroid GuidéIhe Skate Deépartment
publishes theilnvestment Climate Statementstheir website atttp://www.state.gow/eebfls/othrfics/.
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pe, weak rule of 1 aw, corruption, and differen
ised by these UnsS.l eltMNeAdramemttr repoanes liisted b

1T Egyporrupde bDnpedldegulatory framework; gener :
commer cial acnadwmrl tt i spyl si tctd ihgyn so fa nrde gruelgaul at or y
agen?ies

f Tuniisi@onsistent procedtresn andcdstems admini
customs 2tlearance

T Morocdaaegularities and lack of transparency
procedures; corrupt@fon; and counterfeit good:s
u

T Saudi Arcalki ammforcement of arbitration of pri
foreign ewi stiot obst anen a local sponsor to obtai
preference to local firms in government cont:

T UAEdi fficult -peor fdoirsmminsgs Inoocnal empl oyees; diff
without a 1 ocal ;paarntdn ecru; mbselrasw mpeal stdm esnpt ust e
me ¢ ha i’ s ms

S. Trade and I nvest ment Pol

c

Given the economic and governance challenges, re
regsohimited integration into world markets, pol
internagvendildgyyshed how trade and investment co
stable democratic transitions. For example, Pres
regiof utshtata,s democratic revolutiwals acmmotbteu it ir ti yg,¢
successful democratic transitionsbaepednd upon an
prospRrity.

U.S. trade policy in the region is focused on us
growth, promote greadersepgponomi Coredfwaemss s pulovdn
transitions, and generally support U.S. foreign
standing and overall U.S. trade policy goals of
internateitosn aaln dmatthkr soandg ht rande,s as well as by monit
rights under trade agreements.

%U. S. Commercial Service, “Doing Business in Egypt: 2012 C
http://www.buyusainfo.net/docs/x_8534139.pdf

2’7U.S. Commercial Service, “Doing Business in Tunisia: 2012
http://photos.state.gov/libraries/tunisia/231771/PDFs/2012%20Tunisia%20Country%20Commercial%20Guide.pdf

2%U.S. Commercial Service, “Doing Business in Morocco: 2011
http://www.buyusainfo.nedbcsk_1606158.pdf

2U. S. Commercial Service, “Doing Business in Saudi Ar abi a:
http://export.gov/saudiarabia/static/CCG_Latest_eg_sa_056382.pdf

oyU. S. Commercial Service, “Doing Business i1in the United Ar.

2

Companies,
http://export.gov/unitedarabemirates/build/groups/public/ @eg_ae/documents/webcontent/eg_ae_052507.pdf

30f fice of the Press Secortahy, MifRdmarkKssbyandeNPrehi Aénic:
State Department, Washington, DC, May 19, 26ith://www.whitehouse.gotlie-pressoffice/201105/19kemarks
presidentmiddle-eastandnorth-africa
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I mportant ewerpltli odsS.totrade policy objectives i
There is broad intermathen&dhisedpStastesnctodsmngoryp
strict economic sanctions on Iran to try to c¢comp
purely peldekfewli ses,est.the State Department has des |
terrorisgm, Smaka subject to a number of legislatdi
sanctions and ineligibility to receive most forn
equi ptSehmtu.l d fundamental political scihta-nlgeengoccur |
standing restrictions in consultation with the A
Overview of U.S. Trade Policy Tool s

The United States uses policgy btoadl swittdh ptrthemaVtEeN At
gl obtaHadty, may be grouped (ilptdotrwmalbrngaedemanegomnind
frameworks to liberalize tdbadedandadevestumhntasadit
agreements and bilateral investment treaties; an
to encour agter a cdhe eamdcd tii mwmeslt ment , suchbeasiéxport
on selected policy tools are provided in the tex

32 For more on Iran sanctions, 8RS Report RS20871ran Sanctionsby Kenneth Katzman

33t ate De paacrktgmreonutn d “N3ot e : S http:/iwavw.stateMavipakifognB8380.htn2ARS 1 ,
Report RL33487Armed Conflict irSyria: U.S. and International Respongg Jeremy M. Sharp and Christopher M.
Blanchard
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Background on Selected U.S.Trade and Investment Policy Tools
Multilateral Trade Agreements

T TheWorld Trade Organization (WTO) is a multilateral body that establishes liberalized and +hdesd
trade through negotiations; implements a rulessed system for trade in goods and services and other #rg
related matters; and adjudicates disputes under the rules. Accession to the Wal@es implementation of]
WTO agreements, the establishment of stable and predictable market access for goods and services,
development of a proven framework for adopting policies and practices that promote trade, investment
growth, and developent. The WTO has 159 members.

Bilateral Trade and Investment Discussions

1 Trade and Investment Frameworks (TIFAs)  are agreements between the United States and anothe
country or a group of countries to consult on issues of mutual interest in order to fatglitrade and
investment. TIFAs are naninding, do not involve changes to U.S. law, and therefore, do not require
congressional approval. TIFAs may lead to free trade agreement negotiations (see below).

Bilateral Trade and Investment Agreements

1 Free Trad e Agreements (FTAs) are reciprocal agreements in which member countries agree to
eliminate tariff and notariff barriers on trade in goods, services, and agriculture between or among
countries covered by the agreement, and to establish rules in tralited areas, such as investment,

intell ectual property rights (I PR), |l abor, an
economic reform in partner countries, such as on transparency of regulatory policies, IPR protection, a
customspocedur es. u. S. FTAs genersatla nyd aarrded caognmpereenh

cases, go beyond WTO commitments. Congress must approve implementing legislation for FTAs in or
U.S. commitments under the agreements to enter into foftlee United States has entered into 14 FTAs
with 20 countries.

1 Bilateral Investment Treaties (BITs)  establish binding rules for the reciprocal protection of investmer
in each otherds territories. Mo st Barfiescognoynt ai
investors of nordiscriminatory treatment of investments by the host country, place limits on expropriatid
of investments, and provide for due process to settle investnretsted disputes with host governments,
among other things. As treiats, U.S. BITs are ratified by the Senate. The United States has 41-Riiicein

U.S. Federal Government Programs to Encourage Trade and Investment

1 Export promotion constitutes a wide variety of functions that may directly or indirectly support the
exparsion of U.S. exports, including providing information, counseling, and export assistance services;
feasibility studies; financing and insuring U.S. trade; conducting govefioagavernment advocacy; and
negotiating new trade agreements and enilagcexisting ones. Congress authorizes and provides
appropriations for export promotiorrelated programs.

9  Trade preference programs provide preferential treatment, usually in the form of lower tariffs or duty
free treatment, to a range of imports from glble developing countries to promote their economic
development and growth by stimulating exports and investment. Congress authorizes trade preference
programs. TheSeneralized System of Preferences (GSP) is the most comprehensive of all U.S. trade
preference programs. Specifically, GSP providesrroiprocal, dutyfree tariff treatment to certain products
i mported from designated beneficiary devel opi
specifically excluded from preferential treatmenih€Ee include most textile and apparel goods, watches,
footwear, and other accessories, most electronics, steel and glass products, and certain agricultural pr
subject to tariffrate quotas.

1 Qualifying Industrial Zones (QIZs) , established by Congress 1996, permit Jordan and Egypt to expor
duty-free certain products manufactured in designated zones in their countries to the United States, prd
that they contain a certain percentage of inputs from their respective countries and from Israel.

Note: Congress has oversight, authorization, and appropriation responsibilities related to U.S. trade and
investment policies and programs.
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MENA Trade and I nvestment Partnership
The U.S. government has orgamnioz¢e¢hempohlhiasoficiatls cthn
the region t HWFroaudgeh arhdc IMEWeAY tMENAE PARaoumeesdh by

President Obame ohjMeyi26d1pftthe initiative are
region; promote grewattehr tthrea ddlmiared iSttwae sstsmemtd wi f
marketeopemantdhe door to wildpagthmudadlaed MEtNIAn p ar
high standards of r eftoor m oanmsd rturcatd ea IrieB%i roanlail z at triao
Under thi s iUmiittiealt iStea,t etsh has engaged primarily
Tunisia, focusing cooperation initia-lamyd on inves
me disuinced enterprises (SMEs), an’Thredlidateals y pr a
also has engaged, to a lesser extent, with Libya
The Office of the U.S. Trade Representative (UST
implements U.S. trade policy, -Flakeisn itthica tlievaed. o@t

government agehwodéeéeng the Departments of Commerce
participate in the initiative.

Efforts undledrP tima tMENA ve 1nclude:

T Egypt: January 2012, the United States and Eg:
to de v‘AL 6 p o’tnoP leannh ance the bilateral trade 71e
sides have outlined possible steps to achievVvce
ActionBoo®ot (cdoyuplodr tisncl ude’s emthialnica mtgi Egypff t he
Generalized System yoifn gP rlenfdeursetnrcieasl aZnodn eQu aplriofg
(2p)romote kopwueédtimmawd ude business missions and

conferences, the devel opment of a joint statc
and technical sdadgeingt e ddMEgaesgedltdodi nc 1l ud
sharing best practices, establishing SME bus:i
Overseas Private Investment Corporation finart
Egyptian banks to Egyptian small businesses
T Morodmo:December 2012, thd Uhetedmfitetesnanfio
two bilateral agreements with Morocco to stiri
and investidmtdi miBhe Bonnciples fr Internatic
is intended to signal commitment to adopt anc

imwtment environmebntn.dliSigmit | Prlincitpiesndmr
Information and CommunicdtsonnfTealdedl 6gy (1 CT

¥0ffice of the Press Secretary, “Remarks by the President |
State Department, Washington, DC, May 19, 20ith://www.whitehouse.gov/thpressoffice/2011/05/19/remarks
presidentimiddle-eastandnorth-africa Office of the United States Trade Remestive (USTR), "Remarks by

Ambassador Miriam Sapiro on Trade and Investment with the Middle East and North Africa,” press release, September

15, 2011 http://lwww.ustr.gov/aboutis/pressoffice/speeches/transcripts/2011/september/rerrardsassademiriam-

sapiretrade

35USTR, "Agreed Summary: Initial Meeting on Building a New Trade & Investment Partnership," press repeiise, A
2012, http://www.ustr.gov/webfm_send/3348

%USTR, “WUESyptTrade and Investment Partnership Promotion Opp
January 201 http://www.ustr.gov/aboutis/presoffice/pressreleases/2012/january/egypustradeandinvestment

partnershippromot For information on efforts undeS8Wade to expand t he
Representative Ron Kirk Announces New Opportunities for EByptr a e 1l Qual i fying Industrial Zo
release, March 3, 201Bitp://www.ustr.gov/aboutis/pressoffice/pressreleases/2013/march/USTRrk -new-QIZ-

opps
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demonstrate commitment to the global devel oprt
principles ar eEUma¢eledieafiser THeS United State.
Morocco also are discussing a third, possibl:
facilitation, modeled after negotiations 1in
agreement could include new cemmitments 1eflc
devel opments in tradMorfoaccciol iftraetei otnr asdien caeg rteheem
(FTA) was signed in 2004.

T Jordlam:January 2013, the United States announ
bilateral agre&lmeinntts Pwvriitthc iJplredsanf,ora I nternat.i
Inves’amdmti nt Principles for Information and
Technology (TKd9e Segwveements are the same as
2012 agreements signed between the United St:
above). In additnd nlJ,ortdcan Ulnong deledundSet da ¢ dems 0
Plan Related to Working &whli dh vi mgf Ciommsd t i on s
Jor'danommitment to protect intermnationally 1 ¢
enforce its lupbaecmmolpewsa.t ibm]l phavdmedd,r issuves i
including through the Labor Subecodiann tt ee e st :
FTA

he United States may mnegotiate similar sets of

the region, such as Egypt

For mal Agrea@amdntscussi onoFlLamewal ke
Trade and I nvest ment

Current U. S. tradeiwattthv MEWNAs cmant ries are the 71e
effomdsrtaken to expand economic and political t
Admi ni s t2r0a0t3i dm uinc hed a plan to create a U.S. Mi
by 2013. MEFTA aimed to support economic growth
liberalizing trade and investment regfoaally and
broader plan to fight terroris m. The plan includ
Trade Organization (WTO) for countries 1in the re
formal bilateral investmentritsegataingds nERlbTsi)atwintgh
comprehensive free trade agreements (FTAs), amon
over several years, fell short of creating a reg
of new FTAs win ht feourre gioawwm:t rBablr ai n, Jordan, Mo r
also explored with the UAE and Egypt. Before MEF
in the region was with Israel, completed in 1985
The Uni tceudr retadtleys net wdr k no st maeade¢ agreements 1in
region that vary drlhanbhlje cMbéy efrdobhe countries {

STUSTR, "United States and Morocco Reach Agreement on Trade Facilitation, Joint Investment Principles and Joint
Information and Communication Technology (ICT) Principleress release, December 7, 2012,
http://www.ustr.gov/aboutis/pressoffice/pressreleases/2012/decemberusroccereachagreement

38USTR “U. S. Trade Representative Ron Kirk Announces Agreeme
Invest ment and Economic Growth, Enhance Labor Cooperation,
http://www.ustr.gov/aboutis/pressoffice/pressreleases/2013/january/udtirk-announcesisjordanagreements

Electronic communication with USTR official, January 30, 2013.

39 Meeting wih USTR officials, January 10, 2013.
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members of the WTO. Th e—AMEgNeAr ic @ ,ulLndtbraifegsh jitahaag¢, ar e
Syria, ahd V¥esmemuéwhsch enables them to follow d
of direct iWittehr & shte tex ctelpem.on of Syria, all of ¢t
of the proces®TheoUpotedt B¢ aWE®. has saPported s on
eamppeovitdichgical support to Iragq, Lebanon, and
eff8rts

Presently, the United States has( ThkBEwst)hamdsktnves
MENA countries, and bilater MENAnveshmentstr Bahr e
Egypt, Jordan, Morocco, and Tunisia. It also has
I srael, Jordan, Morocco, and Oman. u. S. FTA nego
experienced complicatsgioms . ofFoa paoatamptiicg]l dF FAubet
States and Egypt were put on hold in 2005 due to
I ssues of partiquéationnsebvadilidblpgmpgtd to negotice
compr e hens ndveeq uFaTcAy, sot th aB geylplte ct ual ,pomd piemp yr r i ght s
duties for certain “Appamolt heard exaxmtpillee mrgdudtag.i
United States and the UAE on an FTA were placed
vigegwon 1issues related to labor, mar ket access fo
Elements of this network of trade agreements and
components of U.S. economic engagemdmniswith t he
political transition, in Octreémerm”™tZnlllkls, uwrhdce rUntilt e
TI FA, original %l ®msMambmdh sh®d2., nt RdY 2met under th
to explore options froare ghioolnsatle rtirnagd et Blnadt eirnavle satnnde
United States also seeks to enforce U.S. rights
with MENA countries.

“See World Trade Or gani http:A#wivewto.qrgiigish/thewto fefacc eace iebtms ,
41 USTR, 2012 Trade Policy Agenda and 2011 AahReport Annex Il http://www.ustr.gov/aboutis/press
office/reportsandpublications/201D.

42 Barbara Kotschwar and Jeffrey J. Sche#engaging Egypt: Optiorisr USEgypt Economic RelationPeterson
Institute for International Economics, January 2010.

43 USTR, "United States and Tunisia-Raunch Bilateral Trade and Investment Talks in Support of Tunisia's
Democratic Transition," press release, October 26ttf;//www.ustr.gov/aboutis/pressoffice/press
releases/2011/october/unitsthtesandtunisiare-launchbilaterattrad

“USTR, “United States and Tunisia Discuss New Approaches t
http://www.ustrgov/aboutus/pressoffice/pressreleases/2012/march/unitsthtesandtunisiadiscussnew
approachesos.
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Table 2.U.S.-MENATrade and Investment Agreements

Bilateral Free

Bilateral Trade
Trade and Investment Agreement with
Investment Treaty with the the United
WTO Generalized Framework United States States
membership System of Agreements (year entered into  (year entered into
(yea joinedp  Preferences® (year signed) force) force)
Algeria (Observer) a ad 2001
Bahrain a 199 a 2002 a 2001 a 2006
Djibouti a 199 a
Egypt a 199 a a 1999 a 1992
Iran (Observer)
Iraq (Observer) a da 2005
Israel a 199 d 1985
Jordan a 200 a a 2003 a 2010
Kuwait a 199 d 20014
Lebanon (Observer) a da 2006
Libya (Observer) ad 2010
Malta a 199
Morocco a 199 a 1991 ad 2006
Oman a 200 a a 2004 a 2009
Qatar a 199 a 2004
Saudi Arabia a 200 a 2003
Syria (Observer)
Tunisia a 199 a a 2002 a 1993
United Arab a 199 ad 2004
Emirates
West Bank / a
Gaza Strip
Yemen (Observer) a d 20014

Source: CRS Report RL32638/iddle East Free Trade Area: Progress Bgpdary Jane BoJlERS Report
RL33663Generalized System of Preferences: Background and Reneviosl Dielaat€C. Jones

Notes: Countri es

Bank).

a. The purpose of observer status for international intergovernmental organizations in the WTO is to enable

i sted

ar e

based

on the

these organizations to follow discussions therein on matters of direct interest to them.
b. Based on Generalized System of Prefeesn@GSP) eligibility criteria, some countries on the table are

ineligible for GSP because, for example, they are developed (e.g., Bahrain, Israel, UAE) or are designated as

state sponsors of terrorism (e.g., Iran, Syria).
c. FTA includes investment chaptessth updated investment provisions.

d. FTA includes investment chapter modeled after BIT provisions.

Wo r tludlingBAMest k 6 s
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Ot hEeder al Programs to Promote Trade &

In addition to for mal agreemndt adyv sbnatseebde nthréasdzee t
tdh United States relies on federal programs to e
investment . For the MENA countries, the most 1 mp
Generalized Systeuafl i Frye fnegr el modaasmedx @SR )t ZHneanc¢ ]
and other export promotion prograthserrtmn nby vario
elements of such progtfhMhslmirti at ipaat of the MENA

Generalized System of Preferences (GSP)
The United Statetsegtmahnhs poefmpentsalrom certain
under pheg'®BB®MP beneficiary countries in MENA inc
aq, Jordan, Lebanon, Oma n, Tunisia, t he West B
lows certain product from designatefideadevel opi
1

Ir

al s

In order to be eligible for GSP, countries mus:t
condi*4TihensUnited States first authorized the pr o;
Obama signed legislatliwlny20aBul hlo.#4iMzli2ng GSP t hrough

Overa

1 GSP program utilization among beneficia
MENA r

r

i

11

egion,l or e2nlaliln,s Ol.o8% obmt beteabfUcbBarympdewtid o
countries in the MENA constitutedOgeodsasanefong
this 1is thamowe NVhowdoadrtds MENA exports to the Uni
most MENA count roire sGSiPs tmati fefl ibgintelfa tfs ’s Addi t i one
other major exports, including apparel, iron, an
preferential treatment under the GSP progr am.

Qualifying I ndustrial Zones (Ql Zs)
QI Zs, estabrleasssheidn bly9 Co,ngper mit the West Bank, t

zones in Egypt and Jordan to expforrfRroadmtcaisn pr od
eligibltrdeoerexdmaryt to the United States must be
Gaza Strip, or specified designated zones within
percentage of inputs from Israel. The purpose of
peace process and to builddclidadserArabomemigh btoir & s
imports under the QIZ programs in both Egypt and

T JordiExports from Jordan to the gWieriwted States

framofult59, 000 in 915999 [tld.omtbedeurt, 28 hle QI Z
share o6sf tlJootradlanexports to the United States h
from aabo9g0h% oifn 2 092 itnd. 2albhoiust i s because mos:t
imports from Jordan incre-fsenghudentehethe Ut
U.3admhmTA rather than the QIZ program.

45 For more information on the GSP program, &S Report RL33663eneralizél System of Preferences:
Background and Renewal Debaby Vivian C. Jones

%Certain “import sensitive” products are specifically excl:
and apparel goods, watches, footwear and other accessoast electronics, steel and glass products, and certain
agricultural products subject to tarifite quotas.

47 1bid.
4889 of P.L. 9947, as amended by.L. 104234 19 U.S.C. §2112 note.
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1T EgygEkports from Egypt to the United States u:
grownaboSe2t6 6 mil 1 iaomoSlitnl RD OB iToh e2 QI Z
share 8ftbhgwppt exports to theinUgittheids Sttiamee s a
period,ofit% m n a2bOoOu% i502.°2 0 1

Certain emenigm dthhheveQl Z program¥%. Qi r faxarhpgltd.,e si,n
issues related to working conditions,niptaerd i cul ar
States 1s Jwodhkhimnmng owrttlf ebeeprbhbesousssdussussion or
Jordan unddd Pt ia " MENAi ve)

Government Export Finance and Promotion Prog

The U.S. government plays amtacdfiveoodd eand 9peomwm
administering various forms of export assistance
combination of congressional sdainrdeactteesd alh.dS .e xeexcpuot
promotion efforts. hMovset breececne nftolcyu,s esdu cthh reofufgohr ttsh e
Init@NEI xde Obama sAdpnlianni sttor adteimopnp er € XPFbB8 t sj obs .

NEI does not have a specific ehepfhfaosritss otno tbhoeo sME N
exports warlrdwihde NEI , such as through more trad:c¢
export financing, may nepecthedeWsScontaddbupel to

Kegxport @prEemactiecsnthat may play a key role 1in pr
MENAc ount r i ¢ hDeeipnacrltundeent BfXp-&€mmpmet cBanBa@Ey ,
Overseas Private Investment Corporation (OPIC),
Taken toget hehra,vet hreesper easgeennocuitedso ns ampoé otr for U. S.
investments for mostTabuemt The sspacithiecreguomnr i( s
agencies provide support may vary according to f
criteria, or availability of resources.

49 CRS analysis of data from theSITC, Interactive Eriff and TradeData Web.

50 USTR, 2011 Trade Policy Agenda and 2010 Annual Reporaddition, al61 page report releasby the National
Labor Committee in 2006J.S-Jordan Free Trade Agreement Descends into Human Trafficking and Involuntary
Servitudeis a compilation of stories fromver 100 guest workers in Jordan.

51 Report to tle President on the National Export Initiative: The Export Promotion CabiB¢dn for Doubling U.S.
Exports in Five YeardNashington, D.C., September 20T@ade Promotion Coordinating Committee (TPCZ)11
National Export Strategy: Powering the Natidiport Initiative June 2011.

52 For more information, seERS Report RL31502\uclear, Biological, Chemical, and Missile Proliferation
Sanctions: Selected Current Laby Dianne E. RenackandCRS Report RS20871Iran Sanctionsby Kenneth
Katzman
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Table 3. Federal Export and Investment Promotion Support in MENA

Department of

Commerce a OPIC®b TDA ¢ Ex-Im Bank d
Commercial Service
Posts and
Representation in Availability of Availability of Availability of
Country Country Support Support Support
Algeria a a a a
Bahrain Represented throug!
the State Departmer a X a
"3DUWQHU 3
Djibouti X a a a
Egypt a a a a
Iran X X X X
Iraq a a a a
Israel a a X a
Jordan a a a a
Kuwait a a X a
Lebanon a a a a
Libya a X X a
Malta Represented throug!
the State Departmer a X a
"3DUWQHU 3
Morocco a a a a
Oman Represented throug!
the StatdDepartment a X a
"3DUWQHU 3
Qatar a Suspended (worker =
- X a
rights concerns)
Saudi Arabia a Suspended (worker .
- X a
rights concerns)
Syria X X X X
Tunisia a a a
United Arab a Suspended (worker .
. . X a
Emirates rights concerns)
West Bank a a a 8e
Yemen a a a

Source: Department of Commerce, OPIC,DA, and EXXm Bank agency websites and annual reports
http://www.export.goy U.S. Government Accountability Office (GAQYational Export Initiative: U.S. and Foreign

Commercial Service Should Improve Performance and Resource Allocation Gladatief@ht September

2011, p. 57 http://lwww.gao.gov/new.items/d11909.palfid International Trade Administration (ITA) response to
CRS inquiry, February 8, 2013.

a. Department of CommerceA

through a

Opartner

post o

via

¢ h e dekote§ éolintries in whitthere is Commercial Service presence;
a cross (X) denotes countries in which the Commercial Service does not have a presence, nor is

represented t he
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b. OPI C: A check (&) denot eostisavailabiea arossg)) denates aoimtriesin OP|1 C s up p
which OPIC support isiot availableA list of countries which are eligible for OPIC support is available at
http://www.opic.gowdoingbusinesshvestorscreener OPIC operations were suspended@atar, Saudi
Arabig andthe UAE in 1995 over concerns about worker rights; s#@13 Investment Climate Statements
for the countries bttp://www.state.gov/e/eb/rls/othr/ics/2013/index.htm

c. TDA: A check (&) den o supportisavailableicross (X) denoteswduntriedin T D A
which TDA support isnot availablelnformation on TDA project activity in the MENA ggon is available at
http://www.ustda.goprogramfegionsmenadsurope/

d ExIm Bank: A check (&) dmeBaokisgportis availabtecrose(X)dénoteswhi ch EX
countries in which Estm Bank support is noavailabld=or information on the specific types of #ix Bank
financing for which countries are eligible (such as stearh or longterm), seeEX m Bankds Country
Limitation Scheduléttp://www.exim.gowbols/country/country_limits.cfm

e. ExIm Bank financing for U.S. exports to the West Bank is available, provided that the obligor or guarantor
of the transaction is loated in a country in which Ekn Bank currently has programs available, such as
Jordan.

™Sse_7 011 "——7>EZ

e Department of Commerce, through iisgstHatleamdt
ency providing exmomtgrprathdtuirad e Svi bas ihes s ¢
e MENA maJ A objectives are to expand U.S. exp
uch as throgghegomenotmadvocacy) in support of
mo ve ma rakrerti earcsc,e sasnd promote and facilitate 1n
T& activities include a focus on sBpporting S ME
mpl ementati el Pofi ntfihe aMENA .

The U. S. and Foreignt@GemméeltAchak Sedvmesturei andf i
net work of trade spPevedl repsesaeahongiwnththcghtai
who provide export assistance and advocacy servi
opportunGotmneesr.c iTahle Ser vice has a prétakhee3d3in man
At U. S. diplomatic posts where Commercial Serviec
Service Economic Officers of the State Depart men
ouetarch functionsparnakeudhng phsosgh

v 50 5 N

e N I R
(¢]

Examples a@afttli WAty in the region include the foll

T Trade miasMansh and April 2011, the Commerci
missions to Tunisia (focugodcon (iemeae gtymamtd o
(

port logistics projects); and “Blanndi Arabi a
2012, the ITA led a trade mission to Israel
2013 trade mission is planned to Egypt and K
infrastructure and safet®¥, and security techn
T Trade howshuary 2013, Commercial Service steé
200 U. S. exAr bbbt HOdB®ddd¢ hehow,artghees ts econd
medical equipment sector show in the world

53|TA response to CRS inquiry, February 8, 2013.

54U.S. Government Accountability Office (GAQYational Export Iniiative: U.S. and Foreign Commercial Service
Should Improve Performance and Resource Allocation Manage®a@+11-909, September 2011, p. 4,
http://www.gao.gov/new.items/d11909.pdf

55 U.S. CommerciaBervice,2011 Annual Reporowering Export Growth
56"Trade Mission to Egypt and Kuwait," press release, June 13, Bf2/export.gov/trademissions/egyptkuwait/
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1 Business dewnwékopmearsseisted in organizing anoc
t he f itMosrtoclt.oS.Business Development Conference
which included approximately 200 U.S. partici

T AdvoclaTd :is woskhkiagthat eU. S. companies can <co

infrastructur’e projects in Qatar.

™M™l § a0 $—"00

The-Ibhx Bank provides direct l oans, guarantees, at
when the private sectoo, iwituhabhe goalhbnwildomtgr i
oyment. While MENA is nolmaBspkcatiifhofopzastid
ncing in the region increased markedly bet we
billionlmTBae&nlk hautthofi £xtions for the regio
11 (of $3DRm7BdbnkKlfiomanmi Eg worldwide) to abo
i elm iBmnkx financing worldwide).

— o o e =

increase 1in finanicn npgarftorby hleamge iomt warsi ada ti
ia, including for U.S. exports for power and
FY2012), and the UAE, for U. S. exports of commer
onents anndg s$3.v3 cteisl itoont ailni FY2012) .

YZ>®eZS®el >’YSeZ1l —YZee—Z—e¢1 ">™ S’ 10 U

OPIC provides political risk insurance and finan
countries, which may contribute to U.S exports
Assistance Ac96), 1961l amPanked v T OPEE€ are intended
foreign policy goals In FY2011, OPIC committed
MENA countries, ’s]l osmmiomdht mt hOPpffewerhse wbrl dw
that year ($2.8 Dbillion). The largest destinatio
the West Bank and Gaza Strip ($40 million), foll
million). I® IpY¥2epfoks]uir@P kiGh MENA t ot al ed f%2h. 6 bi l
of OsPItCotal exposure worl dWORIRSC ism ptphoartt yiena rt h(e$ IMF
historically has focused on four key areas: supp
(incl udi,n ge nheorugsyi,ngand telecommunications), agric
humanitari®%n assistance.
In response to the political change in the regio
investment in the region,tdbabyegdthba Admi sieptamratico
T I'n March 2011, Secretary of State Clinton anno
$2 Dbillion 1 it of icnaatnacliyazle spurpipWartte t hectegi davel ofj
to spur economic growth ainndc ljuodbe cErgeyaptti,o nT.u nElsiiga
Morocco, I ragq, Jordan, Lebanon, and the Palest

57|TA response to CRS inquiry, February 8, 2013.

58 Exportimport Bank (Exim Bank) activity levels are based on CRS analysis of data fretmBank annual

reports, applying the World Bank definition of the MENA region.

59 Overseas Private Investment Comttisn (OPIC) activity levels are based on CRS analysis of data reported in

OPIC”s FY2011 annual report and FY2013 congressional budge
definition of the MENA region.

60 OPIC, FY2013 congressional budget jusétion.
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Al geri a, Oma n , and Yemen) . The initiative ai ms
infrastructure (especially mendwabwlid Ir easlswr ce s
i nc “fuadtsert Eactkpr oval St atpd de ds€wfleogyanpeinttal , whil e
maint #0PnliCh gi nve st me n’tr eploaltiecdy tsot atnhdea rednsvi r o n me nt
worker®®rights.

T I'n May 2011, President Obama ataobfildiddeod that OP
in financing to support infrast’ucture and job

Following the 2011 announcements, OPIC approved
($250 million to each count royun ttroi essu.p plonrdte rs ntahlel
OPIC will guarantee loans by local banks in Egyp
institubdmwmhisgg ndomnancial institutions, and other
collaborating on } hwitllopatnheguldrSntAhge fcayxiflart [ nte
(USAID), which will provide grant PFohhmadilhgymtnd te
loan guarantee facility currently is not operat:i
awaitei nrgeqtuhi red permits fPfPbm tbhmpEgyponani mpyema
the Jordan loan guarantee facility reportedly 1is
>SeZ1S—el ZYZe™"™_7 o1 «Z—_ECLIO U
TDA, authorized under the ForeigneAsunsgtanac dAat
mission of promoting economic devel opment and U.
mi ddheome countries. TDA connects U.S. businesse
devel opment projects byt fpurnodjiencgt sf,e arseivbeirlsiet yt rsatdued
other activities. In s ome -cm sfeisn a ilcDiAn -t my e@ORIC ca
Bank. The Middl &s Emasjtori sf oocnues oafr eTaDsA, and TDA has
Morocco a¢keaymomigrnklehi ch it will foRTuA its progr:z
projects span sectors such as transportation and
supply management . I n FY2012, TDA program fundin
const iotwtt eld3 % bof worl dwide TDA fundfng ($43.9 mi
Examples of projects i1include
T I'n September 2012, TDA concludésd t wo grant ag
information communication technology (ICT) ir1
asamgt to support implementation of an 1integ:
Cairo, Egypt ($622,225) and the other for a f
data center in Katfhmeya, Egypt ($351,000).
810PI C, “OPIC to Provide Up to $2 Billion for Investment 1in
2011.
20f fice of the Press Secretary, “Remarks by the President
State Depdment, Washington, DC, May 19, 20titp://www.whitehouse.gothie-pressoffice/201105/19kemarks
presidentmiddle-eastandnorth-africa
8B80PI C, “OPIC Board Approves $500 Million for Small Busines:

2011.
64 Electronic and telephone monunication with CHF International official, January 23, 2013.
65 Electronic communication with TDA official, February 13, 2013.

66 Trade and Development Agency (TDA) funding levels are based on CRS analysis of data from TDA annual reports,
applyingtheWod Bank definition of the MENA region. TDA’s funding
MENA funding amount because TDA groups the MENA and Europe in one region.

87 TDA, "USTDA Supporting Expanded ICT Infrastructure in Egypt," press releaseragt 10, 2012,
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T I'n June 2011, EIQDyA ts:p oFmosrewtaarddnge ng t oget her
250 U. S. company representatives and 50 Egypt
leaders in the energy, ICT, transportation, a
foster greater comflercial and economic ties.

Possi bl e Pol i cyl nAcprperacsa cnhge sU . fSo.
MENA Tr adeveaemsd ment

Government initiatives that foster U.S. private
may be attractive policy options compared to oth
foreign aitdibghtn @. .0 meibbgdtnmogooyidei new. opportun
for U.S businesses overseas and generate strong
trade and investment 1nititaetrinv,e sa nnmda yt hbeey bnwaryn en ootu
immediate edAomamige odl pefte nthiealunagdtatensal , bilat
multilateaearael alvavdladple to Congress, as well as t1l
trade and investment tieegdowithhoaldttheseibet hat
This samaifyaeaes policy options for increasing U.S.
economies.

Uni |l at er al Options
Congress could consider a number of uSnilateral t
economic relations with countries in transition
policy toolsecoppsocthterada benefits that would
negotiations with MENA tradinglpanetnternsn, tdhred sthibu
term Countries that receive such trade benefits
rights and intellectual property protection requ
and to maintain tshwec hU.sSt. atewest.e plshowsal of rada benefif
countries may provide a mechanism to encourage i
T Trade prefer elmhcece UprSogrgaomse:r nment could work w
governments to increase their Foge of existing
example, unddP the t MENAVE, t he U. S. governme:
to expamdu€glpztation Aocdfd ntahieb yGS PC opnrgorgersasm.c oul d
revise provisions of the GSP program to facil
beneficiary countries, sullhchs ibpuespaomdiladg ;i
be examined in the cont'Comgafspoomni klxae ehak mtge
the authority of the GSP program, which curr e
Congress also could create a regional trade i
region using existing agreements elsewhere a:
Congress has cegsitoanballi sohre dt afrigwet erd(l1f) rade prefer
the Andean Trade2Br a¢ther €mad bbreagr aBBm;s in Econo
Recovery Ad3d) (tChBeERAar;i bbean Tradde) Partnership

http://www.ustda.gov/news/pressreleases/2012/MENAEurope/Egypt/EgyptICTInfrastructure_091012.asp

68 TDA, U.S. Trade and DevelopmigAgency 201 Annual ReportAlso, see TDAEgypt: Forward
http://egyptforward.ustda.gav/
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the African Growth and (Oppterd udnty Act ( AGOA)
Opportunity through Partn&rship Encouragemen:H

T QI Z pr oCgprnagnm:e ss could consider revising the Q
as currently being discussedcobuyl dt hbee U.oS. and

expand existingpmQdw¥isng na Egiytpitotbal apones in th
counfPAi@tsher option may -Wedé¢ oQEZhcoarageeat MEN
QI Zs in other countries. Egypt and Jordan wert
progr am, because they were twoatArad countries
with Israel. Proposing new Israeli content 1 ¢
draw criticism from groups opposed to trade
countries

T Export finance andCepngmets oonoplrdgecamsider boc
U. S. expoet fHAsmanmntang, and other efforts targ
region, or encouraging the executive branch
of U. S. combat operations and the formation «
I ragq, e conomic cdoeuvnetlroyp nceonutl di na rtghuaatbl y r epr es e
investment opportunities for U.S. businesses
infrastructure, which could require U.S. e X P
insurance. As another exbtmpileonassumibhgathe
stabilizes, commercial opportunities may e me:!l
housing, and infrastructure. U.S. exporters
federal assistance 1in pursuing such opportuni

Bil ateral and Regional Options

Bi lraatle and regional policy options also may pres

facilitate U.S. trade and investment with MENA p
agreements may berwmipwédcysobongmpst gageaembatsi
take tanflindlei zeadiness of trading .paHotweevresr ,t o 1
the broader scope of most agreements creates opp
important economic asdppover garad erecefegmopnadndnnt
and el iminattea rtiafrfi fbfa rarnide rnsont o U. S. exports, tra
United States to gain greater market access to M
politicalrooppespiositdn v sect'®nsthf ohheccbhbnadhy. i1
U. S. and other foreign import penetration of reg
economic actors seeking protection frtom intermnat
countries have pursued FTAs with the United Stat
economic reforms and diversify their economies b
States, among other objectives.

69 For more information on the role of Congress in establishing these prograrf@RSdReport R4142Jrade
Preferences: Economic Issues and Policy Optionsrdinated by Vivian C. Jones

®Department of State;U.“SJoiTnrta dSet aatnedmelnntv eosnt megnytp2P,ar t ner s hi p,
2012,
http://iipdigital.usembassy.gov/st/english/texttrans/2012/01/20120127173834su0.2903057 .html#axzz2KcXIiB1Q

7t Andrew H.Card and Thomas A. Daschle, Chairs and Edward Alden and Matthew J. Slaughter, Project Directors,
U.S. Trade and Investment Policgouncil on Foreign Relations, Independent Task Force Report No. 67, 2011.
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T Launchinbaandhvr eDhlnliFtAesd States has TIFAs wit
“devel opingncohent MENA region, Iran and Syria

2011, the Umnaumradh<S8d adiesscusesions under the 200
Tunlsla to support bilateral ctrade and inves:t
1nt e 7%Iant itohne. s ame vein, -tdhwendmhiTFTlekHAsStwittels ¢ ou
other MENA countries. One candidate could be
potential FTA discussions, although i1t 1is wor
Egypt coendauncd etcroandomi ¢ dialogues through othe
we 1
1T Negotiating new trade and investment agreemer
Longer m, the United States could choose to f
and investment agaowrmternitess wd urhr esretlleyc tendder goi
transitions, such as Egypt or Tunisia. Accor
U.S. partnership with Egypt through an FTA coc
devel opment , support poliviecglstraeaddamds cOhat r i
Egyptians, and serve as an incentive for Egyi
region and strengthen741Atns FtTiAe wi wht Eggponcmud
also potentially advance othencyefor ms, such
governance, regulatory standards, and privat.i
mor e 7?‘Hooawdelvyer, it is worth nEgiypg that wunder
FTA, economic benefits of grketygrwonhde and i
occur ngeghm; ltohey would not necessarily help
Egypts-hertm economic problems, 'supthblaisc pressur
debt . In addition, there 1s concern that, un |
undertaken, the bend¢fmisgedftoanaFTArmaow sect i
Egyptian society, and not cofstribute to gemner
economic conditiofSomamdi ddwsmmrgi s¢,anfliarns, and
could be adversely affected om damcFEAsed forc
or 1if particular provisions of the FTA disadyv
Separately, the United States could focus on
undergoing political transitions. For exampl ¢
negotiathendAEL t Additionally, the United St atf
negotiating regional investment and trade agt
economic ties -MEiNA dtdriatdieo na ntdo ilh.vSe.s t me n t
USTR, “United StlaunchBilatarmnadl Thma ded aame Investment Talks in Su

Democratic Transit i on,hitp://mwwwneustrsgovhbeutusfaesseffice/ptessteledse011/2 0 1 1 ,
octoberlinitedstatesandtunisiare-launchbilaterattrad
BUSTR, “United States and Egypt Advance Bilateral Trade an.

Transit i on,Octolper201dhtp:/mnewvt.ustagovdbputuspressoffice/pressreleasef011bctoberiinited
statesandegyptadvancebilaterattradean

74 Barbara Kotschwar and Jeffrey J. Sche#engaging Egypt: Options for LERjypt Economic RelationPeterson

Institute for International Economics, “In Brief?”, January
“For example, see Mer edi tNegotationsindhe Euture of UB Elyp t RRled ad i o FA”
Center for Strategic and International Studies, December B@p¥/csis.ordiles/publication/

111212_BroadbénUSEgyptTrade_Web.pdf Ahmed Galal and Robert Z. Lawrence, “A
Egypt Free Trade Agreement,” Policy Analyses in Internatio
Economics, May 2005 ttp://bookstore.piie.corbbokstore8683.html

78 bid.
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Negotiatimgpynew KbAsplicatedebPrometfaat t hat
Aut hority (TPA)TPAxpisrdahei muzm®7ity Congress .
President to enter into certain FTAs and to I
considered under expedited legislative proce
stat btlargata ons 1 nT hnee gPorteisaitdienngt tchoeuml.d r e que st

l11I'Congress could c¢on sNiedgeort itahtei mrgeymeewa 1B 1 olfs

TPA.

have more momentum givesn odmreclObsaiman Adfni inti s t r ¢
review of the U.S. TMed &h i Bnkellg oiSthi aaAtperssi | B [2T0s1 2 .

on the baswhki of lhawmoWedn subject to periodic
The Administration is resuming BIT negotiatic

Model BIT review.

T Updating existi@gngddsadndoBdiTder updating th
BI Ts with Egypt and Tunisia. SMondceel t hese BI Ts
BI T f r ahmaeswobreken revised peri ddiec aMolde,] most r e
BIdl so sctempflat et heest mentntprl.vSi.s iFoThAss .in cur
Congress could al $up deabtnilsm gdllésarrSareel v iFsTiAn g Tehre d
U.$srael FTA, signed and entered into force i
entered into by the United States. Since thert
tramcédegotiations has expdsdacdl FJIdA deemphef th
contain provisions on electronic commerce anc
limited coverage of services and IPR, and ha:
agricultutal products.

T Conduiwgr i ght of Cexniggteisng cPTiAsl: examine exi st
FTAs in the region. In particular, it may be
have achieved their objectives, and their 1 mj

bilateral trade f1l ows.

Mul ti |l ateral Options

s additionally has multilateral

Congre tool s
es. Trade policy at the multilateral

at

s
countri leve
adopt internatilotnharlo wguhl ewsn i Inaotte raav€acimlgarbbd 4 a¢ euw b d
encourage the United States to intensify existin
countries such as Iraq, Libya, and Yemen, and pr
t o waWTdOs accession. The United States could wor k

WTO accessi
United Stat
f or ums

on suommi amenhs ough enhancedhtrade
e s

cap

could also cooper at ei nitoerren actlioosneally

In May 2811, utlflheeddu vtihlel ¢ Partnership wiath Arab C
forum for coordimansiMEiNAsmnguancieest 0 currently d
T

Partnership to incMaoadec&gypTynioradanagndi ¥egmen.

77SeeCRS Report RL33743 rade Promotion Authority (TPA) and tRele of Congress in Trade Polidyy J. F.
Hornbeck and William H. Cooper

78U.S. Department of State, "Model Bilateral Investment Treaty," press release, April 20, 2012,
http://www.stae.gov/r/pa/prs/ps/2012/04/188198.htBeeCRS Report RL33978 he U.S. Bilateral Investment Treaty
Program: An Overviewby Martin A. Weiss and Shayerah llias Akhtar

7 Edward Gresselpdate the Israel Free Trade AgreemeFite New Democratic Leadership Council, April 2010.
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includ®8s cohatGies, other countries from the regi
Emirates, Qatar, Kuwait, and Turkey), and severa
Partnepwthspi ng a number sustainahlel inclusive,tgowings t o bol st
economies in the region, and could be a fruitful avenue for coordinating with other countries

on efforts to increase trade and investment with MENA counfiése cur r dd ? MENA
initiative can be viewed as part of the U. S. con
investmdmfk the Deauv¥ 1le Partnership.

| ssues for Congress: Possi bl e
| mpl ementati on Questions

Congress may fsauwees ai fn uimb eard dorfe sisses policy option
and investment with the MENA region.

First, some analysts question whether increased
democratic pol@Ciircadt tdiansudsmoade do0d incvesechment
the MENA region are rooted in the belief that th
help support the democratic political transition
bet ween trade ane¢ hawndst madt democtrhe yonon the ot
Some experts argue that trade and investment pro
mi ddle ¢l ass; facilitate the flow of 1deas:; nd
and fulewp which in turn, it 1s aarlzgduhidt,iosrraelaltya, p
some analysts argue that pursuing FTAs and BI Ts
could help anchor refor ms, suche acsf rlea w,t etdh attr acnas
provide foundations for democ¥atic political tra
Others argue that the links between tr®%de, inves
They argue that governments commmgaisn alnelg isteicmar d yn ¢
economic growth, without reforming or opening po
have opened to the world economically while sust
democratic; China is wftemntcdxtted Bbli anr aixamp |l gud
whether trade and investment could be effective
democratic political systems. Additionally, S 0ome
MENA countrirest wahd goreaitmvestment ties. In Egyp
indicates that many believe that theeaabheric 11
corrupeixaceabdted economic inequality.

Second, questions aboumdidaebpuwtl iwlyettlood sU.cDul d be
overcoming the obstacles to greater 8oilBe trade a
analysts question whether trade and/or investmen

80 Meeting with USTR officials, January 10, 2013.

85For exampl e, see Quan Li and Rafael Reuveny, “Economic GI
Working Paper, 200http://www.international.ucla.edersfiles/GLODEM39. pdf

2For example, see Ahmed Galal and Rob-EgyptFréeTradea wr enc e, “Anc .
Agre e ment ,” Policy Analyses in International Economics 74, P
http://bookstore.piie.corhbok-storeB8683.html

83 For example, see CatharinE Dal pi no, “Does Globalization Promote Democra
Brookings, Fall 2001http://www.brookings.edatticles2001fall_democracy_dalpino.aspx

8Jamesv. Grimaldi and Robert O’ Harrow Jr ., WashingtoBPostpt, corrupt
October 19, 2011 ; and, Economist Intelligence Unit, “Count
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Uu. S. trade andhe nMENAmMeagi ¢ n. According to the U
of the greatest obstacles to U.S. firms hoping t
corruption, transparency, governance, trtule of 1a
amg that completing FTAs or BI Ts, Or encouraging
MENA governments push through reforms that addre
expressthcotncevenn 1 f such reforms ar™WlOpursued 1in
negotiations, there could be implementation prob
MENA countries and the region could remain 11mit
investment and trade flows lhmeykhat gbdbxernemeathombdt
labor force, endowment of mnatural resources, pol
which raise questions about how effective policy
nd investment f1lows.

nddai tion, the capacity of federal export financ
rade and investment in the MENA BamkbOPIl € mited.
ould work to incentivize ekxpobame dtoa ntghnd uME NA& srse
he MENA region will-l hr Beamkt@GRhE@ndemgnd for Ex

Third, if an agenda of increased trade and inves
arise that may be consideredFon éxmpmpmenti ng t hi

- 0 =+ — o

f Ti mihlge political situation in some MENA coun
Should the United States wait to enhance S
region until the political situation stab i
cont iemmlantome trade nd investment ties S 00
political outcomes t views as favorable? TITf

will —stucdhr as EU count riteas, HBurvlaeny,a gaen do fChi na

i
i

it
11 :
ner

business opportaanctiesdemre¢ehei mggoapmonstunitie
businesses?

T RegiWwinde Polici éSpews.fiCOuRmtlaincti eUs:S. trade and
investment policy is quite diverse across ¢co01
MENA economies themselsv.esS haoruel dq utihtee Uhneitteerdo gSett

pur s ue -wai dree gaigpennda of increasing trade and 1n
policies to fit the individual needs of spec:i
that Egypt and Tunisia are bet¢erFPAsitioned
negotiations with the United States, becausece
have BITs with the United States, while Libyeé
is experiencing political wupheaval. While WT(
requi thed Umhdrt etd States to negotiate BITs or F
trade agreements generally build on WTO c¢ommi
is viewed as a stepping stone to a FTA.

T Cooperation Iwi thh st MayEQ:011 speech on MENA, P
suggdsthat U. S. efforts to increase trade an
be pursued coopeSwmch veedoyp ewriaathi damhee fEfUnr t s are
and questions arise about tllme tshecopea sand tdheptl
United StBWebawamdadhpted di fferent approaches
example, under the MEFTA effort during the Bu
States mnegoti aFtTeAwsi clo mpoméhendual countries wit
that such efforts -wodbdecextpande amtta agregimem:
contrast, the EU adopted a more regional appit
the start. Ot her factors may complicate c¢co0o0Dc¢
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States and the EU have differridnsg, vainedws o n
some view U.S. and EU businesses as compe
some of these countries already have stro
o develop closer economies ties with the
. Morc@eo FTA.

t

U

U.¥¥U cooperation on the MENA region could e

and the EU launch negotiations on a Transat

P tnership. As an example of “Jtohentpotential

P nci ptleersn aftoiro nlfma n d fWtwhentt meéPmrti nci ples for In
Communication Tdehgndodgyt ¢  KilT)atSerally s

ed States witWweMormedol Eddafoedald. S.

Mfal Oltntodbrest2:011, Congress approved
n for FTAs with Col ombi a, South Kor
were ®Wbthat hyinegppiavel. provide 1
r FTA negotaipaptrioovnasl, poori ndto etso tthheei r 1
on in Congress regarding future FT:/
e MENA region with ongoing trade ne
tPa cti fd cTrPamratnnde ras hpiopt e(nTtPiPa)l Tr ansatl an
Invest me&®tHto wP sthtomd rds Ciomgress prioritize ¢
MENA reglTrmadd opr dFifAAsi?on aut hority (TPA) 1
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Outl ook

Uu. S. trade popbildyircadpehaaget an the MENA can be
and -l omfipoc us ed bnuiclrdeiadtgihnbgl oc&ksl d pot emnctailacl 'y 1 e a
trade and investment agreements in the future. F
Egyipst centered onsmbksnges$ heeonvounodonment more con
investment . Such efforts could pave the way for
necessarily a curren® goal for the Administratio

Going fotwaudeé, pphycy agenda pursued by U.S. poli

affected by a host of extermnal factors, includin
T U.S. trade and investment relationships in t1I
di ffestamt i nfeorp @immhsg. one end of the spectrum,
not yet a member of the WITO, which many view
U. S. engagement. At the other end of the s pec

85 Discussion with USTR official, January 10, 2013.

86 For more on these FTAs, SERS Report RL34470;he U.S:.Colombia Free Trade Agreement: Background and
Issuesby M. Angeles VillarrealCRS Report R41534 he EUSouth Korea Free Trade Agreement and Its
Implications for the United Statelsy William H. Cooper et glandCRS Report RL32540;he U.S-Panama Free
Trade Agreemenby J. F. Hornbeck

87 For more on TPRCRS Report R42694 he TransPacific Partnership Negotiations and Issues for Congress
coordinated by lan F. Fergusson

88 Meeting with USTR officials, January 10, 2013.
89 |bid.
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established trade rel at-+whnischhi pisn cwWliutdhe Mo r occ o
bilateral FTA—twhath s£ache cosinarffoundation for
bilateral agreements on principles on invest:H
MENAI P.

T Countries in the region have markedly divers ¢
Some c ntries, such as Egypt, are more focu:
stability over the-tehomritintic¢imtidekbayimglhdng:e
investment liberalization. Ot her countries wi
may be¢oabhgage more effectively with the Uni f
isstes

T Ongoing political wuncertainty 1in some countr.i
negotiate oarteuwder, pmbreyfundamentally, know
negotiate Fotrh e smltdamgda-thgy dlJe Spnt bil ateral
relationship, 1t 1s difficult for U.S. trade
negotiate on the Egyptian’ssipdd, tgicadn t he 11
situation As anot her e xna mmpalkee, ipto Imotriecal unc ¢
di fficult for Foreign Commer dilaml Service st alf
contras’s, r@hsamowvithrgarns i ti on has facilitated U
engagement wit h-iThuvniigsoiraa tuendf eTrl FtAh ep rroec e s s .

T U. S. tradeepobhreyaféeporsd by the demand of U.
doing business in certain areas -loli the world.,
Bank, and hbbDAecam make supporting U.S. comme
regio a top prioriblye afhdr makies rpsomosce,s WS
businesses will take advantage of the financ:i
sufficient commercial incentives to do s o.

Depending on the type of trade policy responseces
ariset hcbosmttiessi ofupedr omoncwmroelassed trade and
investment, as wel!l as their 1 mpiabcetn eofni tpsol i t i c al
would be bormne out. Additionally, how these poli
implicatlUofis fater esotnss.t bdaageeywevri,r oinnmean t , trade
and investment may cboempaatrterda cttoi voet hpeorl iocpyt itoonosl,s s u
aifdgr supponomng devel op menats iwne | ME NMA ceonucnoturriaegsi n
transpageneynance, and ewheterafeompotenthal tygg
u

l
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i
creating new economic opportunities for U.S. bus

90 |bid.
9L|TA response to CRS inquiry, February 8, 2013.
92 Meeting with USTR officials, January 10, 2013.
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Appendix. Tr ade Tabl es

Figure A -1. U.S. Exports to MENA Countries/Territories, 2011

(W ES
I B s

| $15900 $ Millions

Israel

Saudi Arabia

Morocco
Qatar
Kuwait
Iraq
Leb m Machinery (84)
ebanen m Aircraft (88)
Algeria o Elec. Machinery (85)
[ Fats/oils (15)
Jordan @ Oil (2?]
Oman m Motor Vehicles (87)
m Cereals (10)
Bahrain 1 Optical/Med Inst. (90)
m Misc Grain/Seed (12)
Malta m Food Waste (23)
Tunisi @ Pharmaceuticals (40)
unista m Woodpulp (47)
Yemen m Diamonds (71)
m NESOI (Military Equipment)(98)
Libya m Ammunition (93)
. m Plastics (39)
Syria m Furniture, Bedding (94)
[ran = Other
Djibouti
West Bank/
Gaza Strip

Source: Global Trade Atlas.

Notes: Harmonized Tariff Schedule (HTS) numbers in parentheses in legend. NEOSI = Not elsewhere specified
or included.
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Table A -1.Top U.S. Exports to MENA Countries/Territories, 2011

Total
Exports Major U.S. Exports and Shares of Total
Country (% Millions) (with Harmonized Tariff Schedule [HTS] Numbers)
. Aircraft Parts, 30% (88) Machinery, 15% (84); Electrical Machinery, 13%
Algeria 1595 1 4nd Oil, 10% (27)=68%
. Machinery 23%84); Aircraft Parts, 20% (88); NESOI, 15% (98); Motor
Bahrain 1,213 | Vehicles 13% (87)=71%
Diibouti 128 Fats and Qils, 28% (15); Cereals, 24% (10); Machinery, 12% (84); Electr
) Machinery, 7% (85) =71%
Cereals, 24% (10); Oil, 10% (27); Machiner ; Aircraft Parts, 8%
Egypt 6,222 | o s ive 6(10) 6(27) y(8% °
Iran 229 Woodpulp, 25% (47); Pharmaceutical Products, 17% (30); Plastics, 13%
Optical, Medical Instruments, 10% (90)=65%
Ira 2411 Machinery, 24% (84); Cereals, 23%, (10); Electrical Machinery, 10% (85]
q : Motor Vehicles, 9% (87)=66%
Israel 13.936 Precious Stones (Diamonds), 43% (71); Electrical Machinery, 10% (85);
! Machinery, 9% (84); Aircraft Parts, 5% (88)=67%
Motor Vehicles, 21% (87); Cereals, 18% (10); Machinery, 9% (84); Arms
Jordan L4541 Ammunition, 6%93)=54%
Kuwait 2726 Motor Vehicles, 36% (87); Machinery, 16% (84); Electrical Machinery, 8%
! (85); Aircraft Parts, 5% (88)=65%
: 5 - - 5 - - 3 - ]
Lebanon 1,806 Qll, fﬁ/z (27); Motor Vehicles, 23% (87); Machinery, 6% (84); Cereals, 4
(10)=79%
Libva 307 Cereals, 56% (10Motor Vehicles, 16% (87); Machinery, 8% (84); Fats an
Y Qils, 5% (15)=85%
Malta 7592 Qll, 86% (27); Aircraft Parts, 3% (88); Optical/Medical Instruments, 3% (§
NESOI (Military Equipment) 2% (98)=94%
Oil, 32% (27); Aircraft Parts, 16% (88ats and Oils, 12% (15); Food Wast¢
Morocco 2,822 10%, (23)=70%
Oman 1434 Machinery, 23% (84); Motor Vehicles, 22% (87); Electrical Machinery, 10
! (85); Aircraft Parts, 9% (88)=64%
Qatar 2799 Aircraft Parts, 43% (88); Machinery, 12% (84); Motor Vehicles, 12% (87)
' Electrical Machinery, 6% (85)=73%
. . Motor Vehicles, 32% (87); Machinery, 22% (84); Electrical Machinery, 79
Saudi Arabia 13,829 (85); Medical, Surgical Instruments, 4% (90); =65%
Svria 230 Cereals, 64% (10); Grain, Seeds, 26% (12); Optical/Médstaiments, 3%
y (90) Food Waste, 3% (23); =97%
. Fats and OQils, 22% (15); Grain, Seeds, 21% (12); Machinery, 8% (84); C
Tunisia 588 59 (10) =56%
United Arab 15.900 Aircraft Parts, 23% (88); Machinery, 16% (84); Motor Vehicles, 14% (87)
Emirates ! Electrical Machinery, 8% (85)=61%
Machinery, 62% (84); Furniture and Bedding, 14% (94); Seeds, Grain, 8¢
West Bank L | Motor Vehicles, 7% (87)=91%
. Machinery, 89% (84);Electrical Machinery, 6% (85); Aircraft Parts, 5%
Gaza Strip .05 (88)=100%
Cereals, 47%, (10); Motor Vehicles, 23% (87); Machinery, 8% (84);
Yemen 390 Pharmaceuticals 4% (30)=82%
TOTAL 70,772

Source: Global Trade Atlas.
Note: NEOSI = Not elsewhere specified or included.
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Figure A -2. U.S. Imports from MENA  Countries/Territories, 2011

Saudi Arabia
Israel
Iraq
Algeria
Kuwait
UA.E
Oman moil (27)
W NESOI (98)
t
Egyp O Fertilizers (31)
Qatar M Elec. Machinery (85)
B Apparel (60-63)
Jordan ® Diamonds (71)
Morocco O Machinery (84)
] O Chemicals (29)
Libya @ Salt, Sulfur, etc. (25)
Yemen W Aluminum (76)
M Pharmaceuticals (30)
Bahrain B Fats and Qils (15)
] M Plastics (39)
Syria O lron/Steel (73)
Tunisia M Med. /Surgical Inst (90)
O 0ther
Malta
Lebanon
West Bank/
Gaza Strip
Djibouti
Iran

Source: Global Trade Atlas.

Notes: Harmonized Tariff Schedule (HTS) numbers in parentheses in legend. NEOSI = Not elsewhere specified
or included.
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Table A -2.Top U.S. Imports from MENA Countries/

Territories, 2011

Total
Imports Major U.S. Imports and Shares of Total
Country (% Millions) (with Harmonized Tariff Schedule [HTS] Numbers)
Algeria 14,609 Oil, 100% (27)
- 5 — 3 - . 3
Bahrain 518 2—7ee;()t)”:e852;?d Apparel, 34% (&B), Fertilizers, 29% (31); Aluminut®%
Djibouti 4 NESOI (military equipment) 77% (989); Spices, Coffee, Tea, 20% (09);
Vegetables and roots, 1% (07)=98
Egypt 2,059 Textiles and Apparel, 43% (@B); oil, 17% (27); Fertilizers, 13% (31)=73%
Iran 1 Art and Antiques, 30%, (97reserved food, 11% (20); Printed Materials, §
(49); Nuts and Fruit 2% (08)=99%
Iraq 16,960 Oil 100% (27)
Israel 23039 Precic_)us Stones (Diamon_ds), 41%_(71); Pharmaceuticals, 25% (30); Eleq
' Machinery, 6% (85); Medical, Surgical Instruments, 6y412%
Jordan 1061 Apparel, 85% (6B3); Precious Stones (Gold Jewelry), 5% (71); NESOI
' (military equipment, 4% (98)=94%
Kuwait 7,809 Oll, 97% (27); Fertilizers, 2% (31);=99%
Lebanon 79 Precic_)us Stones (Gold and diamonds),15% (71); Preserved Food205%
Machinery, 14% (84); NESOI (returned machinery)10% (98)=54%
Libya 645 Oil, 96% (27); Fertilizers, 4% (31)=100%
Malta 244 Elect.rical Machinery, 73% (85); Pharmaceuticals, 9% (30); Machinery 59
Fabrics 2% (60)= 89%
Morocco 996 Salt, Sulfu¢Calcium), 30% (25); Electrical Machinery,13% (85); Fertilizers
12% (31); Apparel, 7% (62)=62%
Oman 2.208 5)3807/06% (27); Precious Stones, 8% (71); ); Plastic, 7% (39);Fertilizers, 7
Qatar 1234 Oil, '67% (27);_Aluminum, 14% (76);_Ferti|izers, 13% (3:_L); NESOI (militar
! equipment being returned to the United States for repair), 2% (98)=96%
Saudi Arabia 47,476 Oil, 97% (27); Chemicals, 1% (29); Fertilizers, 1% (31)=99%
Syria 393 Oil, 93% (27); Spes, Coffee, Tea, 3% (08jt and Antiques, 1% (97);
Apparel, 1% (61) =100%
Tunisia 352 Fats z-_md Oils, 21% (15); Apparel, 20% (62); Electrical Machinery, 14% (¢
Machinery, 11% (84)=66%
United Arab Aluminum, 27% (76); NESOI (I_\/Iilitae;quipment returned to the United
Emirates 2,439 States for repair), 26% (98); Oil, 16% (2Ardn and Steel Products, 8%
(73);=77%
NESOI (Military Equipment returned to the United States for repair), 38%
West Bank 5 (99); Fats and Qils, 28% (15); Grains and Seeds, 1IBdfegetables and
roots 6% (07)=84%
Gaza Strip 3 Woven Apparel, 99% (61)
Yemen 562 Oil, 100% (27)
TOTAL $122,696

Source: Global Trade Atlas.
Notes: NEOSI = Notelsewhere specified or included
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